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1 Tabie 1

2

3 Comparison of GDP-PI — 6.5% Annual Price Cap Rate Adjustment

4 with Average Revenue per Special Actess VGE per ARMIS 43-03

5 Avg. revenue
6 | Year GDP-PI | AGDP-P{-6.5% Price cap | per VGE index

index

7 11996 2.0 4.5 100.0 100.0
8 1997 1.9 -4.6 955 104 .4
9 1998 1.5 -5.0 911 101.7
i {1999 1.1 -.54 86.6 914
11 | 2000 1.6 -4.9 81.9 90.5
12§ 2001 2.2 4.3 77.8 95.9
13 ;2002 24 4.1 745 86.3
14 | 2003 14 -5.1 71.5 84.6
15

16  As this calculation demonstrates, and assuming that the average revenue per VGE is repre-
{7 sentative of the “price” of special access as Dr. Taylor contends, under price caps the 2003
18  special access price index would have been 71.4 instead of the 84.5 calculated using Dr. Taylor’s
{9 formulation. On this basis, special access average revenues as implemented by the RBOCs using
20 pricing flexibility and other pre-pricing flexibility adjustments were roughly 1 8.35% higher than
21 they would have been through a straight application of the Commission’s price cap formula over

22 the full seven-year pertod.

‘T ECONOMICS AND
E I TECHNDLOGY, INC.




e

19
20

21
22

P

23
24
25

26

28

Reply Declaration of Lee L. Selwyn
FCC WC Docket No. 05-25

July 29, 2605

Page 36 of 48

37. This outcome is hardly surprising. Even in the “pricing flexibility” areas, the actual
extent of facilities-based competition for RBOC special access services is clearly not sufficient to
constrain RBOC pricing. Indeed, in the TRO, the Commission recognized that mere satisfaction

of the pricing flexibility trigger was not indicative of the sufficiency of competition in any MSA

... The record indicates that incumbent LECs have qualified for special access
pricing flexibility in numerous MSAs throughout their regions, almost exclusively
by meeting the triggers based on special access revenues. Because the revenue
trigger requires only a single collocated competitor and the purchase of substantial
amounts of special access in a concentrated area, this test provides little indication
that competitors have self-deployed alternative facilities, or are not impaired
outside of a few highly concentrated wire centers. Additionally, the pricing
flexibility trigger based on aiternative transport-based collocation requires no
consideration of the ubiquity of the competitive transport facilities throughout an
MSA. The measure does not indicate that the competitive fiber facilities connect to
collocations in any other incumbent LEC central offices. The measure may only
indicate that numerous carriers have provisioned fiber from their switch to a single
collocation rather than indicating that transport has been provisioned to transport
traffic between incumbent LEC central offices. Therefore, we find that
Commission approval for special access pricing flexibility, finding that competing
carriers have made "irreversible sunk investments,” is not sufficiently tailored to
identify where requesting carriers are not impaired without unbundled transport.”*

38. When examined on an apples-to-apples basis over the period since the onset of pricing
flexibility, special access prices have cither increased or remained the same in nominal dollar
terms while corresponding prices in areas not eligible for pricing flexibility have decreased.

This undeniable fact is obscured by the unrepresentative “average revenue” index that Dr. Taylor

has creatively elected to develop.

58. TRO, at para. 397, footnotes omitted.
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39 There is, i reality, no inconsistency between an apparent decrease in “average revenue
per voice-grade equivalent (DS0) channel” and the persistent increases in price for the specific
DSn-ievel special access services at issue here. There are at least three explanations for this

result, none of which have been explored in any detail by Dr. Taylor:

(1) Disproportionate increase in demand for very high capacity OCn services whose price,
when expressed on a per voice-grade equivalent (“VGE”) basis, is substantially lower

than the per-VGE price for services purchased as DS-1s or DS-3s;

(2) Increased use of optional pricing plan (“*OPP™) contracts that impose substantial volume
and term commitments, coupled with large financial penalties, in exchange for

“discounts” off the prevailing month-to-month pricing; and

(3) Inclusion of special access rate decreases resulting from annual price cap rate

adjustments for services not subject to pricing flexibility in the “average revenue”

figure.

As a resulit, the apparent decrease in average revenue per voice grade equivalent channel as
reported by Dr. Taylor is in no realistic sense indicative of any “price decreases,” and to claim as
much is misleading and dishonest. Dr. Taylor’s subsequent updates to his analyses have done
nothing to move away from the “average revenue” basis. The Commission should ignore and

afford no weight or credence whatsoever to Dr. Taylor’s analysis.
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Use of “average revenue per voice grade equivalent” rather than actual prices.

40. Dr. Taylor’s comparison 1s cast in terms of “average revenue per voice grade
equivalent” (*“VGE™) special access service. However, that 1s distinctly not how special access
services are priced or sold. Special access services are denominated in terms of multiple pricing
dimensions and other service attributes including, among other things, bandwidth (capacity) and
distance. Bandwidths range from single voice-grade analog or digital (DS0) channels up through
an OC-192 “pipe,” which is equivalent to 129,024 VGE channels. Because prices vary less than
proportionately with total bandwidth, when expressed on a VGE basis, the price per VGE
channel decreases as the total capacity of the “pipe” increases. For example, an OC-12 facility,
which is equivalent to 8,064 voice-grade (DS-0) channels or 336 DS-1s, is typically priced at
only about 40 times the price of a single DS-1. Thus, when purchased as part of an OC-12, the
price of a single VGE channel 1s only 12% of the per-channel price when purchased as part of a
DS-1. In recent years, and when viewed in terms of the entire special access universe, the
demand for very high capacity OCn services has been growing at a much faster rate than the
demand for individual DS-1s or DS-3s, driven in large part by the voracious capacity demands of
the Internet and other high volume data transmission applications. Thus, even if prices of
specific services had remained unchanged, the average “revenue per VGE channel” would fall,

because successively larger percentages of voice-grade equivalent channels are being purchased

as part of very high capacity OCn services.”

59. For example, suppose that an ILEC provides special access only as DSOs and DS-1s. In
{continued...)

[
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41. Along a similar line, it is also possible that the average distance of special access
services may also have decreased,” in which case (and, once again, holding all else equal), the
price per VGE would decrease simply because average distance per circuit has gone down, rather

than due to any change in any specific pricing element. Dr. Taylor’s analysis entirely ignores

this possibility.

Increased use of “optional pricing plan” volume and term contracts.

42. Since obtaining special access pricing flexibility in most MSAs, the RBOCs have been
increasing month-to-month prices while at the same time have offered discounts off those prices
in exchange for certain volume and term commitments on the part of the special access customer
(the 1XC or CLEC) along with the acceptance of a potential obligation on the part of the
customer to incur a financial penalty if these commitments are not fully satisfied. As AT&T
declarants Benway et al testified in their October 4, 2004 submission in WC 04-313, the specific
terms of such OPP and similar contracts are often extremely onerous, and among other things

require the customer to forgo alternatives, in the minority of routes where such alternatives may

59. (...continued)
Period 1, the price of a DSD was $50 and the price of a DS-1 was $600 (i.e., $25 per VGE), and
that 20% of all VGEs are provided as DS0s, for an average revenue per VGE of $30. In Period
2, suppose that the price of a DS0 increases to $52 and the price of a DS-1 increases to $624, but
that now only 10% of all VGEs are provided as DSOs, resulting in an average revenue per VGE
of $28.60. Thus, despite rising prices, the shift in demand to higher capacity services results in a
lower average revenue per VGE.

60. Comments of MCI, Inc., WC Docket No. 04-313, October 4, 2004, at 170-171.
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exist, in order to fulfill the committed volume. This increased use of so-called OPPs with fixed
volume and term commitments in exchange for “discounts” off the RBOC month-to-month rates
invalidates any attempt simplistically to track “average revenue” over time, because such a

comparison obscures major elements of the “price” that the RBOCs are actually demanding.*’

43, The “price” of a good or service consists of the total opportunity cost confronting the
purchaser, and as such consists of all elements of “value” given in exchange for it, which would
include both nominal cash payments as well as any non-cash restrictions, obligations,
commuitments and risks that the purchaser is required to accept. Comparing a month-to-moenth
price of $100 with an OPP price of $80 that requires a minimum purchase of $10-million over a
five-year period ascribes zero value to that commitment, to the potential for a financial penalty if
the commitment is ultimately not satisfied, or to the opportunity losses confronted by the
customer where, in order to satisfy the volume commitment, potentially lower-priced alternatives

may have to be forgone.

Inclusion of annual price cap rate decreases for non-pricing flexibility services.

61. Declaration of Alan G. Benway, Robert G. Holleron, Jeffrey King, Michael E. Lesher,
Michael C. Mullan, and Maureen Swift on behalf of AT&T Corp., WC Docket No. 04-313,
October 4, 2004 (“Benway et al Declaration”), at paras. 41-42, 54-61.

5
'i,_" ECONOMICS AND
E I TECHNOLOGY, INC.




o ot 1

Reply Declaration of Lee L. Selwyn
FCC WC Docket No. 05-25

July 29, 2005

Page 41 of 48

44, In fact, taking into account required price cap reductions, the results of Dr. Taylor’s WC
04-313 figures showed that rates subject to pricing flexibility had actually increased. While Dr.
Taylor’s calculation of average revenue per VGE, as reflected on his Figures 1 and 2 of his WC
04-313 filing, show pricing flexibility as commencing in mid-2000, many RBOC MSAs had not
been granted pricing flexibility unti} 2002, and even today some MSAs — and non-MSA areas —
are still subject to price caps. Conscquently, a portion of the drop in average revenue per VGE
that Dr. Taylor sought to ascribe to the post-pricing flexibility period were actually the result of
mandatory annual price cap rate reductions.”> For these areas, prices have decreased by

approximately 19.53% between mid-2000 and those in effect as of this date **

45. According to the ARMIS 43.-03 reports upon which Dr. Taylor based his average
revenue per special access voice grade equivalent channel, average revenue per VGE had an
index value of 84.5 as of the end of 2003 (1996 = 100), implying a total decrease in nominal
dollars of 15.5% over the full 7-year period. As I noted earlier, had the GDP-PI — 6.5% annual

price cap rate adjustment been operative for all special access services over the entire period, the

62. For example, SBC Declarant Parley C. Casto, at para. 16, footnote 2, admits that “{t]o
be sure, some of SBC’s Phase II special access rates in pricing flexibility areas are slightly higher
than in those non-pricing flexibility areas. This results from rate reductions in non-flexible rate
areas due to the annual price cap reductions dictated by the Federal rules which do not apply to
pricing flexibility areas. ...”

63. The Price Cap index as show in Table 1 is 86.6 in 1999, 81.9 in 2000, and 67.8 in 2004,
The mid-2000 index value, as an average is (86.6+81.9)/2=84.25. The percentage change is

calculated by subtracting the 2004 value from the mid-2000 value, and dividing by the mid-2000
value. (84.25-67.8)/84.25=19.53
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index value for 2003 would have been 71.5, indicating a cumulative 28.5% drop in average

revenue per VGE over the 1996-2003 period, all else being equal.

Shifting utilization between lower and higher capacity facilities accounts for the remaining
decrease in VGE special access revenue.

46. Shifting utilization of services with different capacity levels or different mixes of channel
terminations and mileage is also responsible for some of the changes in “average revenue” results.
Importantly, there is no reason why this revenue surrogate for price was needed: If, as Verizon
claims, its special access prices have been dropping since the onset of pricing flexibility, it should
have been able to show that via a direct like-for-like comparison of actual tariff prices at various
points in time, rather than by means of the indirect — and mapposite — device of an “average
revenue” surrogate. Of course, that type of comparison would disprove Verizon’s claim, so it is
hardly surpnising that Dr. Taylor needed to devise this “smoke and mirrors” approach to

“proving” what is in fact not true.

47. If, over time, proportionately more VGE channels are provided in very high capacity
OCn “pipes,” all else being equal the “average revenue per VGE” will decrease — even if the

nominal “prices” of like-for-like services themselves are increasing.

[ d
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Dr. Taylor’s removal of DSL revenues from special access category revenues as reported in
ARMIS is flawed and is based upon undocumented and unreproducible data.

48. In describing the newest iteration of his series of flawed average revenue calculations,
Dr. Taylor attempts to correct for a problem that he perceives stems from the fact that ARMIS
data includes DSL revenue but not DSL lines, thus, he believes overstating the growth in revenue
per line during periods when DSL revenue was growing rapidly.”™* Dr. Taylor testifies that he
obtained DSL. revenue from Verizon for 2002-2004 [and] “then subtracted these DSL revenues
from ARMIS special access revenue” and divided the difference by VGEs to come up with what
he apparently believes is a “better” VGE- based analysis.® The results of this new analysis,
compared to a price caps frend line are shown on Figure 1 of Dr. Taylor’s declamation in this

proceeding. Like Dr. Taylor’s prior analyses, the new Figure 1 is flawed.

4%, First, without the actual DSL revenue or a citation to its source, there is simply no way to
reproduce or verify any of Dr. Taylor’s “DSL” calculations. Moreover, not all of Venzon’s DSL-
related revenue is included in the interstate special access category. Some DSL services are
provided as “line sharing” UNEs, and some are provided to end users as part of Internet service
bundles. As such, if Dr. Taylor removed afl Venizon DSL-related revenue from the interstate
special access category revenues reported in ARMIS, he may well have “removed” revenues that

were not even there to begin with. The results being claimed by Dr. Taylor — larger percentage

64. Taylor Reply Declaration, at para. 7.

65. Taylor WC 05-25 {Verizon), at para 18.
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reductions in (non-DSL) special access revenues than for the category as a whole — could well be
explained by this error. The embellishment of Dr. Taylor’s analysis to exclude what purports to
be DSL revenues cannot be reproduced and, in any event, has been applied to baseline figures that
are themselves demonstrably wrong. Accordingty, the DSL adjustments cannot reasonably be

afforded weight or relevance.

50. First, there is no logical relationship between average revenues per special access VGE
and special access price changes. In fact, average revenues per special access VGE can decline
even as special access prices increase. There are several reasons why this might occur. The
Bells sell special access upon different terms and conditions. Customers that agree to the extra
economic burdens entailed by the lengthy term and volume commitments in Bell OPPs can
purchase special access at prices lower than the prices the Bells charge for month-to-month rates
Thus, if the Bells increase month-to-maonth rates (as they have) that will cause more customers to
knuckle under to the conditions in the Bell OPPs (as they have). This mere relative shift in

demand will cause a decrease in average revenues per VGE - but there indisputably is no

. . 66
decrease 1n price.

51. Second, the ARMIS data upon which the analysis relies does not segregate revenues

carned in pricing flexibility and non-pricing flexibility MSAs. That is critical because the Bells

66. Indeed, an analysis that properly accounted for the economic “cost” of the assumed
volume and term commitments could well show an economic rate increase.
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have been forced to lower prices in areas where they remain subject to price caps. These required
reductions may cause a drop in overall average revenues per VGE, but in no way show

that the RBOCs have lowered prices in areas where they have pricing flexibility.

52. Third, average revenue per VGE (or DS-1, or DS-3) depends directly upon the length of

the circuits that the RBOCs sell. Special access has fixed charges and mileage sensitive charges.
The longer the special access circuit, all else equal, the higher the charge for the circuit. Thus, if
there 15 a relative shift over titme in special access demand from longer to shorter circuits, that

would manifest itself as a reduction in average revenues per VGE {or DS-1 or DS-3) even where

there had been no decrease 1n pnce.

53. Fourth, the average revenue per VGE metric treats mere shifts in the mix of special
access purchased as a price decrease. The RBOCs earn higher revenues per VGE on lower
capacity special access services than they do on higher capacity services For example, the revenue
per VGE of an OC 12 service is much lower than the revenue per VGE of DS-1 service. If there is
greater growth i purchases of higher capacity services than of lower capacity services, this would
cause a decline in average revenues per VGE even where there had been no price decrease (or

indeed, even where there have been price increases).
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BellSouth’s analysis of “declines” in average special access prices is misleading and flawed.

54. Taken at face value, BellSouth’s new analysis does not offer much in the way of useful
information. Rather than continuing to base its case on an overall average, BellSouth’s present
analysis calculates DS-1 and DS-3 specific revenues separately. This "analysis” of DS-land DS-3
specitfic revenues suffers from many of the same problems as all of the other RBOC analyses 1
have discussed so far. No explanation is provided as to where they obtained DS-1 ad DS-3
revenues and line counts (such data are not reported in ARMIS) or even what the aggregate
numbers were so that one could at Jeast double check the math. Appendix 3 contains and analysis
of the “average” DS-1 revenue per DS-1 circuit and the “average™ DS-3 revenue per DS-3 circuit
— an analysis fraught with all the same problems as the other “average revenue per unit” analyses.
Similarly flawed Appendix 5 includes an analysis of the “average revenue per DS-1 equivalent.”
Among the most fundamental of the problems with these analyses are the following: (i) they
inappropriately treat mere shifts in relative demand for month-to-month versus more burdensome
term scrvices as reflecting price changes, (1) they iappropnately combine price changes for price
capped special access services with pricing flexibility services and interpret price decreases in
special access services subject to price caps as price decreases for services for which the

BellSouth has pricing flexibility; and (ii1) they inappropriately treat mere relative shifts in demand

for circuit-mileage as price changes.

55. Additionally, the data is not ARMIS-based and cannot be traced to anything. The data

upon which the analysis is based in inexplicably labeled as “excluding wireless” and represents
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only about 50% of BellSouth’s total ARMIS-reported special access revenues. No reason for
removing “wireless” local channels, circuits, or revenues is proffered, nor is there any certainty
that the “average revenues” provided as a result of this analysis track in any way to the average

revenues for the totality of DS-1s and DS-3s. No weight can be given to this smoke and mirrors.
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VERIFICATION

The foregoing statements are true and correct to the best of my knowledge, information and

LEE L. SELWYN
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Statement of Qualifications

LEE L. SELWYN

Dr. Lee L. Selwyn has been actively involved in the telecommunications field for more than
thirty-five years, and is an internationally recognized authornity on telecommunications regulation,
economics and public policy. Dr. Selwyn founded the firm of Economics and Technology, Inc. in
1972, and has served as its President since that date. He received his Ph.D. degree from the Alfred
P. Sloan School of Management at the Massachusetts Institute of Technology. He also holds a
Master of Science degree in Industrial Management from MIT and a Bachelor of Arts degree with
honors in Economics from Queens College of the City University of New York.

Dr. Selwyn has testified as an expert on rate design, service cost analysis, form of regulation,
and other telecommunications policy issues in telecommunications regulatory proceedings before
some forty state commissions, the Federal Communications Commission and the Canadian Radio-
television and Telecommunications Commission, among others. He has appeared as a witness on
behalf of commercial organizations, non-profit institutions, as well as local, state and federal
government authorities responsible for telecommunications regulation and consumer advocacy.

He has served or is now serving as a consultant to numerous state utilities commissions
including those in Arizona, Minnesotla, Kansas, Kentucky, the District of Columbia, Connecticut,
California, Delaware, Maine, Massachusetts, New Hampshire, Vermont, New Mexico, Wisconsin
and Washington State, the Office of Telecommunications Policy (Executive Office of the President),
the National Telecommunications and Information Administration, the Federal Communications
Commuission, the Canadian Radio-television and Telecommunications Commission, the United
Kingdom Office of Telecommunications, and the Secretaria de Comunicaciones y Transportes of
the Republic of Mexico. He has also served as an advisor on telecommunications regulatory matters
to the International Communications Association and the Ad Hoc Telecommunications Users
Committee, as well as 10 a number of major corporate telecommunications users, information
services providers, paging and cellular carriers, and specialized access services camers.

Dr. Selwyn has presented testimony as an invited witness before the U.S. House of
Representatives Subcommittee on Telecommunications, Consumer Protection and Finance and
before the U.S. Senate Judiciary Committee, on subjects dealing with restructuring and deregulation
of portions of the telecommunications industry.

In 1970, he was awarded a Post-Doctoral Research Grant in Public Utility Economics under a
program sponsored by the American Telephone and Telegraph Company, to conduct research on the
economic effects of telephone rate structures upon the computer time sharing industry. This work
was conducted at Harvard Unaversity's Program on Technology and Society, where he was appointed
as a Research Associate. Dr. Selwyn was also a member of the faculty at the College of Business

Administration at Boston University from 1968 until 1973, where he taught courses in economics,
finance and management information systems.
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Dr. Selwyn has been an invited speaker at numerous seminars and conferences on
telecommunications regulation and policy, including meetings and workshops sponsored by the
National Telecommunications and Information Administration, the National Association of
Regulatory Utility Commissioners, the U.S. General Services Administration, the Institute of Public
Utihties at Michigan State University, the National Regulatory Research Institute at Ohio State
University, the Harvard University Program on Information Resources Policy, the Columbia
University Institute for Tele-Information, the International Communications Association, the Tele-
Communications Association, the Western Conference of Public Service Commissioners, at the New
England, Mid-America, Southern and Western regional PUC/PSC conferences, as well as at
numerous conferences and workshops sponsored by individual regulatory agencies.

Dr. Selwyn has presented testimony in cases addressing each of the five previous RBOC
mergers. He appeared on behalf of the California PUC’s Office of Ratepayer Advocates in both the
SBC/Pacific Telesis and the Bell Atlantic/GTE merger dockets. That work included, among other
things, analyses of the effect of the mergers on competition and on the surviving firms’ market
power, ratepayer impacts, including the applicants’ recovery of merger-related costs and the flow-
through of merger benefits to California ratepayers, and the conformance of the mergers with
applicable Califomnia Public Utility Code requirements. Dr. Selwyn was engaged in 1996 by the
State of Maine Office of Public Advocate with respect to the NYNEX/Bell Atlantic merger, in 1998
by the State of Connecticut Office of Consumer Counsel to address the merger of the Southern New
England Telephone Company (“SNET”) into SBC, and in 1998-99 by the Illinois Attorney General
to present testimony in the Illinois Commerce Commission’s proceeding regarding the merger of
SBC and Amentech.

Dr. Selwyn has also participated in a number of matters addressing non-merger change of
control and other affiliate transaction issues. He was engaged by the California PUC Office of
Ratepayer Advocates in 1992-1993 with respect to the Pacific Telesis "spin-off” of its cellular and
other wireless subsidiaries. In 2003, Dr. Selwyn testified for the Staff of the Washington State
Utilities and Transportation Commission addressing financial and public interest issues arising from
Qwest’s sale of its directory publishing business (“*DEX”) to a group of private investors. Dr.
Selwyn has also been involved in numerous other cases addressing intercarrier compensation,
interconnection, access charges, imputation, competition, and market power issues, including a
number of Section 271/272 proceedings, and the FCC’s Triennial Review and Triennial Review
Remand proceedings.

= ECONCOMICS AND
El/f TecHNOLOGY., INC.




Statement of Qualifications — Lee L. Selwyn

Papers and Publications

“Taxes, Corporate Financial Policy and Retumn to Investors,” National Tax Journal, Vol. XX,
No.4, December 1967.

“Considerations for Computer Utility Pricing Policies” (with Daniel S. Diamond), presented at
the 23™ Association for Computing Machinery National Conference, 1968.

“Real Time Computer Communications and the Public Interest * (with Michael M. Gold),
presented at the 1968 American Federation of Information Processing Societies, Fall Joint
Computer Conference, San Francisco, CA, December 9-11, 1968,

“Computer Resource Accounting in a Time Sharing Environment,” presented at the 1970
American Federation of Information Processing Societies, Spring Joint Computer Conference,
Atlantic City, NJ, May 5-7, 1970,

Planning Community Information Utilities, H. Sackman and B. W. Boehm, Eds., Chapter 6,
"Industrial and Vocational Services,” Montvale, NJ, AFIPS Press, 1972, at 137-172.

"Competition and Structure in the Computer Services Industry,” Proceedings, Second Annual
Symposium on Economic Considerations in Managing the Computer Installation, New York:
Associathon for Computing Machinery, 1972.

"Computer Resource Accounting and Pricing,” Proceedings, Second Annual Symposium on
Economic Considerations in Managing the Computer Installation, New York: Association for
Computing Machinery, 1972.

“Pricing Telephone Terminal Equipment Under Competition,” Public Utilities Fortnightly,
December 8, 1977.

“Deregulation, Competition, and Regulatory Responsibility in the Telecommunications
Industry,” Presented at the 1979 Rate Symposium on Problems of Regulated Industries -
Sponsored by: The American University, Foster Associates, Inc., Missouri Public Service
Commission, University of Missouri-Columbia, Kansas City, MO, February 11 - 14, 1979,

“Sifting Out the Economic Costs of Terminal Equipment Services,” Telephone Engineer and
Management, October 15, 1979,

“Usage-Sensitive Pricing” (with G. F. Borton), (a three part series), Telephony, January 7, 28,
February 11, 1980.

“Perspectives on Usage-Sensitive Pricing,” Public Utilities Fortightly, May 7, 1981.

‘l—/" ECONOMICS AND
E B TECHNOLDGY., INC.




Statement of Qualifications — Lee L. Selwyn

“Diversification, Deregulation, and Increased Uncertainty in the Public Utility Industries”
Comments Presented at the Thirteenth Annual Conference of the Institute of Public Utilities,
Willlamsburg, VA - December 14-16, 1981.

“Local Telephone Pricing: Is There a Better Way?; The Costs of LMS Exceed its Benefits: a
Report on Recent U.S. Expenence,” Proceedings of a conference held at Montreal, Quebec -
Sponsored by Canadian Radio-Television and Telecommunications Commission and The Centre
for the Study of Regulated Industries, McGill University, May 2-4, 1984,

“Long-Run Regulation of AT&T: A Key Element of A Competitive Telecommunications
Policy,” Telematics, August 1984.

“Is Equal Access an Adequate Justification for Removing Restrictions on BOC Diversification?”
Presented at the Institute of Public Ulilities Eighteenth Annual Conference, Williamsburg, VA -
December 8-10, 1986.

“Market Power and Competition Under an Equal Access Environment,” Presented at the
Sixteenth Annual Conference, “Impact of Deregulation and Market Forces on Public Utilities:
The Future Role of Regulation, ” Institute of Public Utilities, Michigan State University,
Williamsburg, VA - December 3-5, 1987.

“Contestable Markets: Theory vs. Fact,” Presented at the Conference on Current Issues in
Telephone Regulations: Dominance and Cost Allocation in Interexchange Markets - Center for
Legal and Regulatory Studies Department of Management Science and Information Systems -
Graduate School of Business, University of Texas at Austin, October 5, 1987.

“The Sources and Exercise of Market Power in the Market for Interexchange Telecommunicat-
ions Services,” Presented at the Nineteenth Annual Conference, “Alternatives to Traditional
Regulation: Options for Reform,” Institute of Public Utilities, Michigan State University,
Williamsburg, VA, December, 1987,

“Assessing Market Power and Competition in The Telecommunications Industry: Toward an
Empirical Foundation for Regulatory Reform,” Federal Communications Law Journal, Vol. 40
Num. 2, April 1983.

“A Perspective on Price Caps as a Substitute for Traditional Revenue Requirements Regulation,”
Presented at the Twentieth Annual Conference, “New Regulatory Concepts, Issues and
Controversies,” Institute of Public Utilities, Michigan State University, Williamsburg, VA,
December, 1988.

“The Sustainability of Competition in Light of New Technologies” (with D. N. Townsend and P.
D. Kravtin), Presented at the Twentieth Annual Conference, Institute of Public Utilities,
Michigan State University, Williamsburg, VA, December, 1982.
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“Adapting Telecom Regulation to Industry Change: Promoting Development Without

Compromising Ratepayer Protection” (with S. C. Lundquist), IEEE Communications Magazine,
January, 1989.

“The Role of Cost Based Pricing of Telecommunications Services in the Age of Technology and

Competition,” Presented at National Regulatory Research Institute Conference, Seattle, July 20,
1990.

“A Public Good/Private Good Framework for Identifying POTS Objectives for the Public
Switched Network™ (with Patricia D. Kravtin and Paul S. Keller), Columbus, Ohio; National
Regulatory Research Institute, September 1991,

“Telecommunications Regulation and Infrastructure Development: Alternative Models for the
Public/Private Partnership,” Prepared for the Economic Symposium of the International

Telecommunications Union Europe Telecom '92 Conference, Budapest, Hungary, October 15,
1992

“Efficient Infrastructure Development and the Local Telephone Company's Role in Competitive
[ndustry Environment” Presented at the Twenty-Fourth Annual Conference, Institute of Public
Utilities. Graduate School of Business, Michigan State University, “Shifting Boundaries between

Regulation and Competition in Telecommunications and Energy,” Williamsburg, VA, December
1992.

“Measurement of Telecommunications Productivity: Methods, Applications and Limitations”
(with Francoise M. Clottes), Presented at Organisation for Economic Cooperation and
Development, Working Party on Telecommunication and Information Services Policies, "93

Conference "Defining Performance Indicators for Competitive Telecommunications Markets,”
Paris, France, February 8-9, 1993,

“Telecommunications Investment and Economic Development: Achieving efficiency and
balance among competing public policy and stakeholder interests,” Presented at the 105th

Annual Convention and Regulatory Symposium, National Assoctation of Regulatory Utility
Commissioners, New York November 18, 1993,

“The Potential for Competition in the Market for Local Telephone Services” (with David N.
Townsend and Paul S. Keller), Presented at the Organization for Economic Cooperation and
Development Workshop on Telecommunication Infrastructure Competition, December 6-7, 1993.

“Market Failure in Open Telecommunications Networks: Defining the new natural monopoly,”
Utilities Policy, Vol. 4, No. 1, January 1994.

The Enduring Local Bottleneck: Monopoly Power and the Local Exchange Carriers, (with

Susan M. Gately, et al} a report prepared by Economics and Technology, Inc. and Hatfield
Associates, Inc. for AT&T, MCI and CompTel, February 1994.
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Commercially Feasible Resale of Local Telecommunications Services: An Essential Step in the
Transition to Effective Local Competition, (Susan M. Gately, et al) a report prepared by
Economics and Technology, Inc. for AT&T, July 1995,

“Efficient Public Investment in Telecommunications Infrastructure,” Land Economics, Vol 71,
No.3, August 1995.

Funding Universal Service. Maximizing Penetration and Efficiency in a Competitive Local
Service Environment (with Susan M, Baldwin, under the direction of Donald Shepheard), A
Time Warner Communications Policy White Paper, September 1995.

Stranded Investment and the New Regulatory Bargain (with Susan M. Baldwin, under the

direction of Donald Shepheard), A Time Warner Communications Policy White Paper,
September 1995

“Market Failure in Open Telecommunications Networks: Defining the new natural monopoly,”
in Networks, Infrastructure, and the New Task for Regulation, by Werer Sichel and Donal L.
Alexander, eds., University of Michigan Press, 1996.

Establishing Effective Local Exchange Competition: A Recommended Approach Based Upon an
Analysis of the United States Experience, paper prepared for the Canadian Cable Television
Association and filed as evidence in Telecom Public Notice CRTC 95-96, Local Interconnection
and Network Component, January 26, 1996.

Adapting Tuxation Policies to a Changing Telecommunications Industry, presented at the Public
Utilities Seminar, International Association of Assessing Officers, Louisville, KY, March 22,
1996.

The Cost of Universal Service, A Critical Assessment of the Benchmark Cost Model, (with Susan
M. Baldwin), a report prepared by Economics and Technology, Inc. on behalf of the National
Cable Television Association and submitted with Comments in FCC Docket No. CC-96-45,
April 1996.

Economic Considerations in the Evaluation of Alternative Digital Television Proposals, paper
prepared for the Computer Industry Coalition on Advanced Television Service, filed with
comments in FCC MM Docket No. 87-268, In the Matter of Advanced Television Systems and
Their Impact Upon the Existing Television Broadcast Service, July 11, 1996.

Assessing Incumbent LEC Claims to Special Revenue Recovery Mechanisms: Revenue
opportunities, market assessments, and further empirical analysis of the "Gap" between
embedded and forward-looking costs, (with Patricia D. Kravtin), filed in Access Charge Reform,
CC Docket No. 96-262, January 29, 1997.

The Use of Forward-Looking Economic Cost Proxy Models (with Susan M. Baldwin),
Economics and Technology, Inc., February 1997.
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The Effect of Internet Use On The Nation's Telephone Network (with Joseph W, Laszlo), report
prepared for the Internet Access Coalition, July 22, 1997.

Regulatory Treatment of ILEC Operations Support Systems Costs, Economics and Technology,
Inc., September 1997,

The "Connecticut Experience” with Telecommunications Competition: A Case Study in Getting
it Wrong (with Helen E. Golding and Susan M. Gately), Economics and Technology, Inc.,
February 1998.

Where Have All The Numbers Gone? Long-term Area Code Relief Policies and the Need for
Short-term Reform, prepared by Economics and Technology, Inc. for the Ad Hoc
Telecommunications Users Committee, International Communications Association, March 1998,
second edition, June 2000.

RBroken Promises: A Review of Bell Atlantic-Pennsylvania's Performance Under Chapter 30
(with Sonia N. Jorge and Patricia D. Kravtin), Economics and Technology, Inc., June 1998.

Building A Broadband America: The Compeltitive Keys to the Future of the Internet (with
Patricia D. Kravtin and Scott A. Coleman), report prepared for the Competitive Broadband
Coalition, May 1999.

Bringing Broadband to Rural America: Investment and Innovation In the Wake of the Telecom
Act {with Scott C. Lundquist and Scott A. Coleman), report prepared for the Competitive
Broadband Coalition, September 1999.

Bringing Local Telephone Competition to Massachusetts (with Helen E. Golding), prepared for
The Massachusetts Coalition for Competitive Phone Service, January 2000,

Subsidizing the Bell Monopolies: How Government Welfare Programs are Undermining
Telecommunications Competition, Economics and Technology, Inc., Apni} 2002.

Competition in Access Markets. Reality or Hllusion, A Proposal for Regulating Uncertain
Muarkets (with Susan M. Gately and Helen E. Golding), Economics and Technology, Inc.,
prepared for the Ad Hoc Telecommunications Users Committee, August 2004.
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WilTel Exhibit 8

Page 1 of 2
RBOC Volume Commitment Plan Examples
Verizon Commitment Discount Plan (“CDP”")
Service: Channel Terminations. Special/Switched DS1,
DS3, DSO, Optical Entrance Facility
Discount: Can move existing circuits into lower-priced
tanffed Term Payment Plans.
Commitment Required: Combined Special/Switched DS1 — 90% of in-
service combined special/switched DS1 circuits
throughout territory

Combined Special/Switched DS3 — 90% of in-
service combined special/switched circuits

throughout territory
Term: 2-7 years
Geographic Area: Discounted services available throughout territory
Other Conditions: (a) Termination liability and penalties for failure to

meet volume requirements

SBC Managed Volume Plan (“MVP™)

Service: DS1, DS3, Entrance Facilities, Switched Transport,
Voice Grade
Dscount: (a) Year 1 —9%; Year 2 — 11%; Year 3 — 12%; Year

4 — 13%; Year 5 — 14% off already-discounted rates
(b) No NRCs on initial installation for 3 year or
higher contracts

Commitment Required: (a) Minimum Annual Revenue Commitment
(MARC) — 4 times the recurring billing amount for
past 3 months. MARC cannot be decreased.
(b) Minimum $10 million in annual billing.

Term: 5 Years
Geographic Area: Generally available throughout SBC territory
Other Conditions: (a) Termination liability and penalties for failure to

meet volume requirements

(b) Ratio of access services bought to other
wholesale (e.g., UNE) services bought must be
higher than 95%
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Page 2 of 2

SWRBT Contract Tariff # 48 (Same as PacBell #56. Amentech #64 and SNET #16)

Service: Special Access DS0, DS1/DS3, OC3, OC Dedicated
Ring, Gigabit Ethermnet and Multi-service Optical
Network services

Discount: 5-12% discounts on SWBT price flex services;
NRCs waived; SLLAs
Commitment Required (a) $26.5 million of contributory services from all

regions or 4 times billing revenue for past 3 months,
whichever is greater

(b) Contributory Services include all Services
(above) plus ATM, Frame Relay, InterLATA
dedicated services, and others from throughout SBC

Term: 5 years
Geographic Area: Price Flex areas of SWBT territory
Other conditions: (a) Ratio of access services to other wholesale —

e.g., UNEs) of 98%

(b) Must subscribe to Ameritech #64, PacBell#56
and SNET#16. These contracts are virtually
identical.

(c) Cannot use in conjunction with MVP Plan.

BellSouth Premium Service Incentive Plan (“PSIP™)

Service: Special and switched DS1 and DS3 local and
interoffice channels, DSO, WATS Access,
SMARTRIing, Managed Network, Wavelength
Discount: (a) Credit of 6-10% for meeting Tevenue
commitments.
(b) Additional discounts of up to 50% off month-to-
month rates and up to 19% off discounted rates
depending on post-credit revenue level.
Commitment Required (a) 90-95% of most recent 6 months of qualified
revenue (which excludes NRCs)
(b) Contributory Services include all Services
(above) from throughout BellSouth

Term: 3 years
Geographic Area: Generally available throughout BellSouth territory
Other conditions: (a) Termination liability and penalties for failure to

meet volume requirements
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